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KEY ECONOMIC INDICATORS 
Exchange Rates: DH 4.1 - 1975 


All values in million U.S. $ DH 4.4 - 1976 
DH 4.6 - 1977 


% change 
I'TEM 1975" 1976° 16/758 


1977° 


INCOME, PRODUCTION, EMPLOYMENT, PRICES: 


GNP (Current Prices) 
GNP (1960 Prices) 
Per Capita GNP (Current Prices in US $) 
Fixed Investments (Current Prices) 
Value Construction Authorizations 
Value Agricultural Production (1960 Prices) 
Electricity Consumption (Bil. Kwh) 
Value Phosphate Exports 
Industrial Production (1969 = 100) 
End of year consumer Prices 
(May 1972/73 = 100) 152 
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GOVERNMENT FINANCE 


Consolidated Revenue 2125 
Current Expenditures 2068 

Of which Debt Service 147 
Investment Expenditure 1705 
Overall Deficit 1648 

Of which: Externally Financed 1100 
Demand Deposits/Currency/Near Money 3828 


BALANCE OF PAYMENTS 


Net Gold/Exchange Reserves 642.2 
Balance of Payments (Balance on Long-term 


and Current Accounts) ; ZERO- Near Balance 
Balance of Trade 1430 - 1410 


Exports F.0O.B. 1230 ‘ 1390 
U.S. Share (%) : 1.0 ‘ 

Imports C.I.F. 2660 2800 
U.S. Share (%) . 10.0 

MAIN IMPORTS FROM U.S. - 1976 

Grain; Tallow; Tobacco; Cotton; Machinery and Equipment; Trucks. 


r = revised e = estimates 


(1) End August 1976 





SUMMARY 


Morocco's output in 1976 grew a notable 10 per cent in 
real terms, Agriculture, government investment, and 
construction were the major growth points, with industry 
and commerce showing more moderate rises and phosphate 
revenues tumbling. This growth was not surprisingly 
accompanied by double digit inflation and was purchased 
at the price of an increased government deficit, an 
unprecedented shortfall in the trade balance and reliance 
on foreign finance. On balance, Moroccan economic 
officials have managed by reasonable borrowing and 
aggressive investment to keep the economy and development 
plan on track despite poor harvests in 1974 and 1975 and 
a precipitous drop in revenues from phosphates, the 
country's major export. The outlook for 1977 is for much 
of the same. Real growth will again be led by government 
investment but will probabiy not reach the 10 per cent 
achieved last year. Serious and accelerating inflation 
will accompany growth, as will heavy overseas borrowing 
and a large balance of payments deficit. The ambitious 
development plan should provide opportunities for U.S. 
firms to supply capital goods and related technical and 
managerial services. Current balance of payments tightness 
may strengthen the bargaining position of U.S. firms 
planning investments in Morocco, Opportunities exist 

for U.S. banks for medium-term project and government 
finance and short»*term commercial credit. 





CURRENT ECONOMIC SITUATION AND TRENDS 


The Economy in 1976 


Domestic output of the Moroccan economy expanded by a 
remarkable 10 per cent in real terms in 1976, the largest 
rise in fifteen years. This increase was paced by a near 
record harvest, massive public sector investment and 
respectable increases in industry and commerce. Appreciation 
of the dollar vs. the dirham by approximately 7 1/2 per cent, 
however, artifically depresses this and other growth 
statistics which are expressed in dollar terms in the 

table on Page 2. Calculated in real dirhams, agricultural 
output was up 14 per cent from last year's drought level, 
representing a quarter of 1976 domestic production. Fixed 
investment, also calculated on this basis, grew by more than 
a third from the already record capital formation of 1975. 
The construction industry chalked up a banner year. 

Expansion of industrial output was less spectacular, 

though still significantly above recent average growth 

rates in this sector. 


There were, however, some soft spots in the recovery. Due 
to sinking phosphate and other raw materials prices, 
mining output stagnated, and preliminary indications 
suggest that growth in net tourism earnings did not 
provide an appreciable boost to 1976 economic growth. 


On the price front, developments were less encouraging, 
with inflation--though it had fallen to an annual rate 

of about 8 per cent briefly in mid-year--returning to 
double digit levels by the close of the year. The current 
Moroccan index is based on a traditional market basket of 
goods, and as. such does not reflect living patterns in the 
rapidly-expanding cities. A price index based on a more 
urban-oriented market basket would undoubtedly show an 
even higher percentage increase than those reflected in 
the accompanying table. Adoption of a second index, 
conforming to urban living patterns is contemplated. 


The impressive 1976 growth record resulted from favorable 
climatic conditions for agriculture and heavy foreign 
capital borrowings to finance development investment. 
External sources financed the bulk of government investment 





last year, providing somewhat over one billion of the 

$1.7 billion in capital expenditures. This is particularly 
significant in Morocco, where over three fourths of all 
investment is undertaken by government or quasi-govern- 
ment organizations, Since Morocco has not relied heavily 
on world capital markets in the past, the increase in 1976 
overseas borrowing--in excess of $800 million according to 
best estimates--is by no means alarming, In fact, Morocco's 
debt service/exports ratio (including invisibles) did not 
exceed 9 per cent for the year, well below levels at which 
international financial institutions and commercial banks 
become concerned, 


The decline of about one third in phosphate revenues, as 
world prices tumbled, was not offset by the modest rise in 
overseas sales of other products, resulting in a net drop 

in exports. This shortfall, aggravated by an anticipated 
1976 deficit in invisibles, was in part counterbalanced by 
increased worker remittances from abroad, with the difference 
made up by foreign borrowing--most at commercial rates--from 
the international banking community. 


Food imports necessitated by the poor 1975 harvest, major 
increases in capital goods acquisitions, and an increased 
0il bill combined to boost imports to around double the 
depressed level of exports. 


In sum, 1976 was a year of aggressive, generally successful 
government action to maintain the pace of the economy and 
proceed with the national development plan in the face of 
two successive drought years and the precipitous decline 

in the price of the country's principal export, phosphates, 


Outlook for 1977 


The outlook for 1977 is essentially for more of the same. 
Real growth will be led by government investment; and if 
current favorable weather conditions continue, 1977 harvests 
should also rise, though 1976's 14 per cent bounce back 
from drought conditions will not be duplicated. Investment, 
led by an ambitious government capital budget, is likely to 
rise by around a quarter from the already high 1976 level, 
bringing the share of investment in gross domestic product 
to an impressive 30 per cent. The construction boom shows 
no sign of slow down, A modest recovery in phosphate 





exports and higher tourism receipts should both contribute 
to the 1977 growth outlook. Assuming reasonable weather, 
no major unforeseen military expenditures, a recovery of 
the phosphate sector, and no significant deterioration in 
the world economy-s-which would negatively affect both 
exports and availability of external finance--real growth 
in the neighborhood of 7.0-7.5 per cent should materialize. 
This would contribute about 4 per cent per capita, still in 
real terms. 


On the negative side, the government's highly activist 
investment plans run the risk of pushing inflation above 
the already high 1976 level. Some uncomfortably sharp 
price jumps have already taken place within the first few 
weeks of 1977 with food, energy, housing, and public and 
private transportation costs rising commensurately. Unless 
higher prices induce an appreciable decrease in private 
consumption, or some other mechanism is implemented to 
curb domestic demand, inflation could approach 20 per cent 
this year. In a major effort at moral suasion to contain 
recent price rises, a special Council of Ministers meeting 
was convened early in the year at which King Hassan II 
instructed his government to crack down on speculators, 
hoarders and merchants charging prices above governmente 
fixed levels. A follow-up campaign of fines and arrests 
of merchants violating price controls has been initiated 
with heavy media coverage. 


Government operating budgets should again show a small 
surplus, with foreign aid and domestic and foreign borrowing 
financing the bulk of investment outlays. Even assuming 
generous assistance from certain Arab countries and 
traditional lenders, arranging external financing for the 
$1.2-1.3 billion that Morocco needs will require effort. 
Should external availabilities fall somewhat short of 
desired financing, the most likely result would be a 
somewhat lower level of 1977 investment outlays and 
possible slippage in implementation dates of selected 
projects. Morocco does not therefore confront a case of 
borrowing to survive--as with many LDC's--but of borrowing 
to invest for future growth. Minor readjustment of selfe 
established targets, if they should occur, would thus not 
be critical with respect to the day to day functioning of 
the economy. Even on the optimistic assumption that all 
investment and borrowing targets are met, foreign debt 





service would still remain a moderate 15 per cent of exports 
(including invisibles) at year-end 1977--a quite manageable 
level. 


Looking towards the 1977 balance of trade, the Minister of 
Finance has predicted a deficit of about the same level as 
last year. The services balance will probably add to the 
deficit. Capital goods purchases, food imports (needed this 
year to build stocks) and increased outlays on oil are 
likely to push up imports, while increased phosphate exports 
appear to be the most likely motor for export growth. 
Following the November Dakar meeting of various phosphate 
producers the Moroccan Government appears to anticipate 
firming phosphate rock prices, opening the way for higher 
tonnage exports in 1977, Remittances from Moroccan workers 
overseas and capital movements are also expected in large 
measure to offset the trade imbalance, 


Looking beyond 1977, the next (1978-1982) five year plan 
currently being elaborated will provide the best indications 
of Moroccan priorities. So far only an outline of the 
agricultural portion of the plan has been made public. 
Principal objectives for agriculture will include bringing 
more lands under irrigation and a major effort at developing 
dry land farming potential. Some experts consider that 
with modern dry land techniques Morocco could become self- 
sufficient in both grain and meat production. Related 
efforts will be directed at development of an integrated 
agro-industrial sector. Land reform will proceed. Strong 
interest has already been expressed by Moroccan officials 

in attracting more U.S. investors to the agribusiness 
sector. 


IMPLICATIONS FOR THE UNITED STATES 


Morocco's ambitious 1977 investment plans, combined with 
rapidly expanding contracting authorizations for future 
projects, offer U.S. firms attractive opportunities for 
increased sales of capital goods and related services. 
Planned projects range from a steel mill to roads, rail 
lines, chemical plants and irrigated lands plus a broad 
spectrum of other industrial and agricultural projects. 


The Moroccan Investment Code continues to offer inducements 
to firms willing to accord local partners at least half 





ownership plus Board Chairmanship. In such priority 
sectors as mining, tourism and export industries, one- 
hundred per cent foreign-ownership is authorized while 
still permitting foreign firms to profit from code 
incentives. The anticipated tightness in foreign exchange 
this year should provide a good opportunity for companies 
considering investment here to move ahead, with the 
Government of Morocco's welcome mat having been refurbished 
to complement its already open door to investors. 
Opportunities also exist for U.S. banks to manage or 
participate in the several medium-term project and govern- 
ment finance loans to be launched in 1977, 


Technical and management services companies will find an 
increasing market in Morocco as industrialization increases 
and development of high-technology agriculture progresses. 


Since October the Embassy has submitted 23 foreign government 
tenders. Among these have been a project to set up a 
concrete railraod tie plant (a U.S. firm recently won a 
contract to construct and supply equipment for a million 

ton per year cement plant in Morocco), a turnkey poultry 
operation, civil engineering projects, irrigation studies, 
supply of a nuclear research reactor, as well as other 
equipment supply and service contracts. 


Private trade opportunities were submitted for a wide 
variety of products on behalf of more than 30 firms, 
mostly in the Casablanca area. 
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